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DEPARTMENT OF VETERANS AFFAIRS
BUDGET REQUEST FOR FISCAL YEAR 2004

TUESDAY, FEBRUARY 11, 2003

HOUSE OF REPRESENTATIVES,
COMMITTEE ON VETERANS’ AFFAIRS,
Washington, DC

The committee met, pursuant to call, at 10:05 a.m., in room 334,
Cannon House Office Building, Hon. Christopher H. Smith (chair-
man of the committee) presiding.

Present: Representatives Smith, Buyer, Stearns, Simmons,
Brown of South Carolina, Miller, Boozman, Bradley, Beauprez,
Brown-Waite of Florida, Renzi, Evans, Filner, Snyder, Rodriquez,
and Michaud.

OPENING STATEMENT OF CHAIRMAN SMITH

The CHAIRMAN. I would like to welcome all of you to today’s
hearing, and I say thank you for coming out to members of the
panel—we have three panels today—and to the members of the
committee on both sides of the aisle.

Today, our Nation is poised to engage in another war to secure
our freedoms, freedoms won and protected for over 200 years by
millions of soldiers, sailors, airmen, and Marines. We examine the
fiscal year 2004 budget for the Department of Veterans Affairs. As
the second largest agency in the Federal Government, the VA em-
ploys over 220,000 people, most of them outside of Washington, DC,
with an operating budget that will top $60 billion in 2004. VA pro-
grams touch millions of lives each year with benefits and services
designed to rehabilitate those veterans injured from their service,
and to help all veterans transition into healthy and productive
post-service careers.

This year, about 2.7 million veterans will receive disability com-
pensation or pension payments from the VA through the Veterans
Benefit Administration. In addition, over 500,000 surviving
spouses, children, or parents of veterans will receive benefits.
Today, more than 3 million GI Bill home loan programs, home
loans, are guaranteed by the VA, and 250,000 more are added each
and every year, helping to make home ownership more affordable
for former servicemembers and for their families. VA operates six
life insurance programs with more than 2.1 million policies, and
administers the servicemembers group life insurance and veterans
group life insurance programs, which provide coverage to 3 million
veterans, active duty military reservists, guardsmen, and their
families.
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Since 1944, the GI Bill College Educational Program has pro-
vided assistance to almost 21 million veterans. Legislation in the
107th Congress substantially increased the basic benefit by about
46 percent. VA has seen an increase in GI Bill utilization. More
than 200,000 veterans will receive education and training under
the GI Bill this year.

VA also contains the National Cemetery Administration, which
operates 124 national cemeteries. About 100,000 veterans and fam-
ily members are interred each year, and VA also provides
headstones and markers for another 300,000 deceased veterans.
Under the auspices of the Veterans Health Administration, VA
runs the largest integrated health care network in the world. This
year, VA will provide comprehensive medical services to more than
4.5 million veterans. VA health care is among the safest and most
innovative in the world, having won numerous awards in recent
years. At the same time, VA manages the largest medical edu-
cation program in the country and will train more than 80,000
health care professionals this year. In fact, more than half of all
physicians practicing in the United States today received at least
part of their medical training through the VA.

Finally, the VA’s medical research programs are world class,
with with a $1 billion budget. Their cutting-edge research in pros-
thetics, post-traumatic stress disorder, Hepatitis C organ trans-
plant, and hundreds of other crucial areas are world renowned.

I say all this because people in Washington are often in the habit
of talking only about what is wrong, and rarely point out what is
being done right. VA has much to be proud of, particularly under
the leadership of Secretary Anthony Principi. In fact, the highly re-
spected Weekly National Journal recently looked at the entire Bush
cabinet and gave all of them grades. Secretary Principi was one of
only four in the cabinet to receive an A. And I would point out that
many, many fine things were said about him in that article, but
the headline, I think, said it all, “A Standout.” And Mr. Secretary,
you indeed have been a standout. A true veteran’s advocate and a
combat decorated veteran himself, Secretary Principi has been the
most effective Secretary ever to run this department. And I have
been in here on this committee for 23 years, and I do believe that
with all of my heart.

President Bush made an inspired choice when he chose Secretary
Principi, whose reputation for personal integrity, intellectual hon-
esty and professional persuasiveness are well earned. I am proud
to have the honor of working with him on behalf of our Nation’s
veterans.

Although there is much to be proud of, we do have some chal-
lenges as we look ahead at this budget. The VA budget submitted
for fiscal year 2004 begins another budget debate, in many ways,
similar to ones that have occurred for many years. For those of us
on the committee, I would like to put this budget in historical per-
spective. The Department of Veterans Affairs budget is primarily
divided into two components, Veterans Health Administration, and
the Veterans Benefits Administration, and one small component,
the National Cemetery Administration.

The Veterans Benefit Administration is expected to provide more
than $33 billion in entitlement programs to more than 3 million
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veterans and spouses next year. Although the budget proposes al-
most no increase in funding for VBA, it projects that the Sec-
retary’s ambitious performance objectives related to the quality and
timeliness of benefit decisions will be met in most categories. If
these projections hold up, the Secretary, Admiral Cooper, and all
those who have worked so hard to make it happen, deserve a great
deal of praise.

The budget proposed by the National Cemetery Administration
looks a little bit less promising. The NCA operates 124 national
cemeteries, only 61 of which are fully operational. NCA has opened
eight new cemeteries in the last 15 years, with five more expected
to be opened in the next three. The budget projects good progress
in opening these five new cemeteries, which Congress directed the
VA to open in the Millennium Act. Unfortunately, the budget pro-
vides almost no additional funds to address the nearly $300 million
maintenance backlog at VA’s aging and closed secretaries. Last
year we received a comprehensive and authoritative study of all
the VA’s national cemeteries, and the results were less than satis-
fying. Capacity remains uneven across the country, and many na-
tional cemeteries need significant repairs. And hopefully, working
with the Secretary, we can do better.

Finally, the budget for Veterans Health Administration has been
and remains the most vexing and contentious part of the VA’s
budget year in and year out. Looking back over the last 5 years,
only one administration budget projected a match between health
care funding and the expected need, and it turned out that that
funding for that year was short by at least a half a billion dollars.

For the past 23 years that I have been in Congress and a mem-
ber of this committee, the administration’s proposed budgets, Re-
publicans and Democrats alike, have all been starting points, not
ending points, in determining funding to meet the health needs of
our veterans around in this country. This year, I would respectfully
submit, is no exception.

I would like to now turn to my good friend and colleague, Mr.
Evans, for any opening comments he might have.

OPENING STATEMENT OF HON. LANE EVANS, RANKING DEMO-
CRATIC MEMBER, FULL COMMITTEE ON VETERANS’
AFFAIRS

Mr. EvANS. Thank you, Mr. Chairman. Three months ago today,
our Nation paid respect to all veterans. Three months ago today,
the President spoke at Arlington National Cemetery on Veterans
Day. He joined with all of us in celebrating the contributions of our
veterans throughout the country. America must and will keep its
word to those men and women who have given us so much. Veter-
ans have been promised good health care when they are sick and
disabled. They must be treated with fairness and respect.

Today, Mr. Secretary you will propose that the sacrifices of 50
percent service-connected veterans are no longer enough to receive
the VA inpatient, long-term health care. I disagree. The VA has a
funding shortfall of nearly $2 billion this year. There is no request
for more funds. We are told access to VA care has improved be-
cause there are more community-based clinics. How many veterans
are awaiting more than 30 days for a clinic appointment? We are
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told of unprecedented efforts to improve VA/DOD cooperation. Tell
us instead about the results and improved delivery of benefits and
services to our veterans.

Congress is asked to provide $225 million in funding for CARES-
related construction that is not yet identified. No funding is re-
quested, however, for already identified CARES construction needs
at the Chicago Westside. Plans have been made to close inpatient
care at Lakeside, but no funding requested for Westside inpatient
care construction. Costs of higher education continues to skyrocket,
but there is no proposed improvement in GI education benefits for
our men and women serving in uniform. VA has reported $280 mil-
lion is needed to restore national cemeteries to national memorials.
These funds have not yet been requested. The budget fails to ade-
quately honor to fully value veterans’ health care, for our Nation’s
veterans. This budget does not keep faith with our Nation’s veter-
ans. It does not adequately fund the benefits and services this Con-
gress has authorized on behalf half of a grateful nation.

Mr. Secretary, my admiration for you is not lessened. I cannot,
however, support your request.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much.

If members do have statements, we can submit them for the
record. During the course of the hearing, since we do have three
very long panels, we will operate under the 5-minute rule, and that
goes for the Chairman as well.

I would like to welcome our first witness today, our good friend,
the Honorable Anthony Principi, Secretary of Veterans Affairs. I
am sure most people in this room know the Secretary’s background.
However, for those who don’t, especially for our new members, here
are some of the highlights of this career:

Prior to his nomination, Mr. Principi, Secretary Principi was
president of QTC Medical Services, Inc., a group of professional
service companies providing independent medical administration
services and examinations.

Before this, he was senior vice president at Lockheed-Martin,
and partner in the San Diego law firm of Luce, Forward, Hamilton
& Scripps. Secretary Principi has worked on national policy issues
and has held several executive level positions in Federal govern-
ment. He chaired the Federal Quality Institute in 1991, and was
chairman of the Commission on Service Members and Veterans
Transition Assistance established by Congress in 1996. He also has
no trouble getting around Capitol Hill, having served as chief coun-
sel and staff director of both the Senate Armed Services and Veter-
ans’ Affairs Committees.

A graduate of the U.S. Naval Academy in Annapolis, and a com-
bat-decorated Vietnam veteran, Secretary Principi first saw active
duty above the destroyer USS Joseph B. Kennedy. He also com-
manded a river patrol unit in Vietnam’s Mekong Delta.

Secretary Principi, you have served our Nation proudly and well,
and we welcome you and look forward to your testimony.
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STATEMENT OF HON. ANTHONY J. PRINCIPI, SECRETARY, DE-
PARTMENT OF VETERANS AFFAIRS, ACCOMPANIED BY HON.
ROBERT H. ROSWELL, M.D., UNDER SECRETARY FOR
HEALTH, DEPARTMENT OF VETERANS AFFAIRS, HON. VICE
ADMIRAL DANIEL L. COOPER, USN (RET., UNDER SEC-
RETARY FOR BENEFITS, DEPARTMENT OF VETERANS AF-
FAIRS, ERIC BENSON, ACTING UNDER SECRETARY FOR ME-
MORIAL AFFAIRS, DEPARTMENT OF VETERANS AFFAIRS,
HON. TIM S. McCLAIN, GENERAL COUNSEL, DEPARTMENT OF
VETERANS AFFAIRS, AND HON. WILLIAM H. CAMPBELL, AS-
SISTANT SECRETARY FOR MANAGEMENT, DEPARTMENT OF
VETERANS AFFAIRS

Secretary PRINCIPI. Thank you, Mr. Chairman. Thank you, Mr.
Evans, members of the committee. It is a pleasure and a privilege
to be here this morning. I thank you for the opportunity to present
and discuss the Department’s proposed budget for fiscal year 2004
with the members of the House Veterans’ Affairs Committee.

I believe you can be proud of your unbroken record of advocacy
for veterans and your oversight over VA stewardship of our Na-
tion’s programs for the men and women who defended our freedom.
As you indicated, Mr. Chairman, we have so much to be proud of.
We have many challenges ahead of us, but I think all of the
progress that had been made over the years long before I came to
the VA is because of the support and the advocacy that this com-
mittee has given to the VA and the veterans we have the privilege
to serve. And when I say “your” in the last sentence, I refer to you
both collectively and individually on both sides of the aisle.

The budget that we are submitting sets forth clear priorities.
However, priorities necessarily call for choices. And where difficult
choices are necessary, I have made them, and our budget identifies
and acknowledges them. Comparing the proposed 2004 budget to
2003 is difficult, because in the fifth month of this fiscal year, we
do not have an appropriation; we are on a continuing resolution.
When I make comparisons to 2003, I will use the amounts proposed
by the House and Senate Appropriations Committees because those
are the amounts we hope to get. And again, I thank the members
of this committee for their advocacy in getting us this increased ap-
propriation. We hope that that will be resolved very soon in con-
ference and to the President for signature.

If the Congress ultimately provides less funding, the increases I
discuss this morning will be greater because they will be compared
to a smaller base. But just as we would then have greater increases
in 2004, so would we have greater challenges in 2003. This is a
good budget in absolute terms, in percentage terms and in com-
parative terms. First the numbers.

In absolute terms, the President requests a total of 63.6 billion,
33.4 billion for entitlement program, and 30.2 billion for discre-
tionary spending. It will fund treatment for more higher priority
veterans than ever before. In 2004, we will be treating 2 million
more veterans than we did when we went to open enrollment in
1996.

In comparative terms, the President is asking for a greater per-
centage increase for VA than he is asking for any other department
of our government. For our dominant discretionary programs, VA
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will commit an additional $2 billion to veterans’ health care. In
percentage terms, this represents an increase of 7.7 percent above
what we hope to receive this year, and a 21.4 percent increase over
the past 2 years. Approximately 500 million will come from in-
creased insurance collections and co-payments, and 1.5 billion will
come from increased appropriation of taxpayer dollars.

In addition, the budget shows approximately $950 million
through management efficiencies. This committee frequently re-
minds me that VA leaves hundreds of millions of dollars on the
table through procurement and not collecting insurance collections,
and has encouraged and supported efforts to improve VA’s business
practices. I wholeheartedly agree with you. I believe that just in
pharmaceuticals alone, by greater sharing and cooperation between
DOD and VA, my procurement experts estimate that we can save
$460 million over a period of time. That is a lot of money that we
are leaving on the table, money that is not available to increase the
reach of health care for our Nation’s veterans.

Through better business practices, through better procurement
reform, we can save dollars that can be used to provide more
health care to veterans, and that is what we intend to do. That is
why I established our business oversight board, directed construc-
tion of an information technology enterprise architecture, chartered
a procurement reform task force to identify areas where we can
standardize our procurement practices and do more national con-
tracting, and placed a high priority on improving our collection of
co-payments and insurance payments. We only collect 40 percent of
the bills we send to insurance companies. We have submitted a
proposal to direct HMOs to pay bills that we submit to them. To
date, HM Os have refused to pay for the cost of care for those who
are enrolled in HMOs. That is why I am comfortable with an ag-
gressive, ambitious, but achievable goal for management
efficiencies.

I will not hide from the fact that this budget assumes that VA
will continue to sharpen the focus of our care on those veterans
identified by Congress as having the highest priority, the service-
connected disabled, the reason the VA was established. That is our
primary mission, to care for him who shall have borne the battle.
The lower income people left few options for health care and have
to turn to the VA because they may not have insurance. They may
be unemployed. And those who need our specialized programs, spi-
nal cord injury, blind rehabilitation, and mental health. We project
that we will treat 167,000 more of these veterans in 2004 than we
expect to treat in 2003.

These veterans are my highest priority and have the highest pri-
orities and stature. If someone took a bullet in Vietnam or in the
Persian Gulf, or is somehow disabled by virtue of their military
service, then I believe we must—we must give them the highest
priority for care. They certainly have earned it and they certainly
deserve it. There is no higher moral obligation in this country than
to care for those who indeed have borne the battle.

With these increases, as I indicated, VA will care for 2 million
more patients than we treated in 1996, when Congress made the
decision to make every veteran eligible for, but not entitled to, com-
prehensive health care, including ambulatory care and prescription
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drugs. I acknowledge that my recent decision to suspend additional
enrollment of veterans in the lowest statutory priority group, prior-
ity group 8, set VA on a course through unchartered waters. I will
monitor our outcomes very carefully to ensure that we don’t over-
shoot the mark in bringing demand for care and resources into line
so that we meets the expectation of veterans who enroll the 6.8
million and give them timely high quality care.

My enrollment decision does not mean that VA believes that
higher income, nondisabled veterans are unimportant. They are
very important. We have worked very closely with H H S to break
down the barriers between Medicare and VA. Secretary Thompson
and I have agreed in concept to a new program called VA Plus
Choice so that any priority 8 veterans who cannot enroll in the VA
can get their care from VA by enrolling in a VA+Choice program.
And for the first time in history, Medicare will reimburse the VA
for the cost of their care. I think that is a landmark decision. It
came about by the pressure from Members of Congress and the vet-
erans service organizations who believe that we were being short-
changed. I think this is a good program. I am hopeful that Dr.
Roswell and his team will be able to work out the details of
VA+Choice over the next several months and put the program into
place at the beginning of the new fiscal year.

In addition to maintaining VA’s high standard for medical care,
the budget the President submitted to Congress will fund the Vet-
erans Benefits Administration’s continued progress toward achiev-
ing my goal of benefit decisions in 100 days, with no more than
250,000 cases in our working inventory. We are making progress,
but we still have a long way to go. I am hopeful that we will
achieve that goal later this year.

The budget also funds the activation of four new national ceme-
teries, the most aggressive schedule since the Civil War. And we
will—a fifth cemetery we have requested activation funds—I am
sorry—advanced planning funds so that we can open that cemetery
in 2005.

Mr. Chairman, Mr. Evans, members of this committee, I appre-
ciate your advocacy and I look forward to working with you in the
challenging months ahead, and thank you very much for this
opportunity.

The CHAIRMAN. Thank you very much, Mr. Secretary.

Secretary PRINCIPI. Excuse me, Mr. Chairman. I didn’t introduce
the members of my team. May I do that, please? I am sorry.

Admiral Cooper to my far left is our Under Secretary of Benefits;
Dr. Roswell, our Under Secretary of Health; Bill Campbell to my
immediate right is our Assistant Secretary of Management; Eric
Benson is our acting Under Secretary of Memorial Affairs; and Tim
McClain is our general counsel.

The CHAIRMAN. Thank you, Mr. Secretary. And thank you for
your presentation.

[The prepared statement of Secretary Principi appears on p. 106.]

The CHAIRMAN. Mr. Evans asked to speak out of order for a
moment.

Mr. Evans. Thank you, Mr. Chairman. I was remiss in my re-
marks not to mention the AFGE union folks today. They are as
much stakeholders in this battle, Mr. Secretary. If they could all
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raise their hands so we can see how many are here, that would be
helpful. Thank you.

The CHAIRMAN. Let me just make a couple of observations. I no-
ticed, and I mentioned this to some of my colleagues earlier today,
that in addition to reading the VA’s budget, which is a very de-
tailed analysis of not only programs but also costs and estimates,
also read the Independent Budget, which I think has been provided
almost 2 decades, the 17th year, as they point out, by the VSOs,
including the four, AMVETS, paralyzed veterans, disabled Amer-
ican veterans, and VFW. It provides I think an additional very fine
blueprint of services or the lack of them within the VA.

A couple of good points are made about access to clinics. It points
out that the VHA conducted a survey in July of 2002, which re-
vealed 310,000 veterans waiting for medical appointments, half of
whom must wait 6 months, and that the number dropped 235,869.
The National Journal article points out that the benefits and the
waiting time, as well as the backlog, which we all spoke about re-
peatedly, have dropped precipitously, although it is not cleaned up
or cleared up, at least we are making progress. So I think the man-
agement of the VA is improved markedly, and we thank you for
that.

I am concerned about a number of things. The mental health
issue, for example. The Independent Budget makes the point, and
I frankly concur with it, about the capacity issue which we envi-
sioned in legislation we passed last year so there is uniformity and
even-handedness of mental health being provided to our veterans.
I think there are almost 500 million service-connected veterans
who have a mental impairment—500,000. Sorry. 500,000. More ex-
actly 454,000, for mental disability. And yet, from VISN to VISN,
medical care center to medical care center, there are gaps. And I
wonder if you might address that. And Dr. Roswell, I see you might
want to take that one. And also the issue of homelessness, which
is a very high priority to this committee on both sides of the aisle.

You know, we want to end homelessness within 10 years. That
was the thrust of our bill. We want to know what resources are
needed to do it. We laid out a plan, a blueprint, if you will, in our
Homeless Veterans Assistance Act. Touch on that, please, and use
the timer, if you would, for all of us just to get through, and then
we will do a second round if we can.

If you could do those two first, Dr. Roswell and Secretary
Principi.

Dr. RosweLL. Well, thank you, Mr. Chairman. It is a pleasure
to be here before the committee again.

With regard to mental health, we take that very seriously. That
is a major condition highly prevalent in the veteran population. We
do have a plan this year to significantly expand the way we do case
management of the more seriously mentally ill patients. We have
recently implemented a model of care called the Mental Health In-
tensive Case Management Program that is a community-based,
interdisciplinary program that addresses the most seriously men-
tally ill patients, but allows them to live independent of an institu-
tional care setting. That, coupled with the newer atypical
antipsychotic drugs has really allowed us to achieve a much higher
functional level and quality of life for veterans with serious mental
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illness. I am pleased to report that over the next 24 months we will
be opening an additional 24 new mental health intensive case man-
agement programs to greatly expand our capacity to provide seri-
ous mental illness care. We are also working with our Serious Men-
tal Illness Advisory Committee to look at other ways we can ex-
pand care in a noninstitutional setting.

I would say, as a matter of note, that the CARES process that
looks at our capacity and projects its needs in 2012 and 2022 pro-
jected a much lower than anticipated level of outpatient mental
health services. Because we had strong reservations about the seri-
ous need for outpatient mental health, we actually pulled those
data and are currently reanalyzing them in concert with an actu-
ary, an external consultant, and our serious mental illness commit-
tee to better determine that. So I think you will be very pleased
with the progress with mental health across the VA.

With regard to the homeless program, a lot has been done. One
of the problems has been looking at people’s ability to submit
grants timely and of sufficient merit that we can make an award.
This year, we are providing $750,000 in technical assistance to peo-
ple who wish to submit a grant for a per diem program or a home-
less program. We are also adding 2% million dollars to improve life
safety concerns in existing facilities. In addition to that, this year
we have extended and will continue into 2004 dental care benefits
for homeless veterans at an estimated annual cost of between 12
and $13 million. We have also made $5 million available through
a cooperative venture with the Department of Health and Human
Services and HUD. So, a great deal is going on with our outreach
to homeless veterans.

Secretary PRINCIPI. I would just add that the two components,
the treatment component which I think is very important to ad-
dress the underlying medical behavioral concerns that veterans
have, and every year for the past couple of years, we have added
about $100 million to the base. So we are about 1.3, $1.4 billion
in treatment for those with chronic mental illness and other types
of problems. I hope that by the end of this fiscal year, we will add
1,500 to 2,000 new beds through the grant and per diem program.
And that will address the special populations of those with mental
illness as well as women veterans, because we see a sizeable num-
ber of women veterans who are homeless, and we have to address
their concerns as well.

The CHAIRMAN. I notice in the long-term health care issue, espe-
cially the number of beds; last year the indication was we needed
about 17,000 over the next decade to accommodate a growing need.
If my understanding is correct, we will see a cutoff of about 5,000.
What could be done on that, Mr. Secretary?

Secretary PRINCIPI. Mr. Chairman, I very much appreciate your
concerns about long-term care, and of course we are trying to bal-
ance the needs in the long-term care area with the acute care
needs and the outpatient care needs, the homeless care needs, and
with a constrained resources we are really trying to pursue expand-
ing the noninstitutional care programs. We have found that many
veterans, elderly veterans would like to stay in their own home
rather than be institutionalized in a nursing home, and we have
lacked comprehensive noninstitutional care programs to allow that.
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So our budget proposes to increase the non-institutional care pro-
grams so that we can reach many, many more veterans, increase
our funding to the State homes, nursing homes as well. But it is
an issue that we need to work with you to ensure that we are ad-
dressing the long-term care needs of our veterans.

The CHAIRMAN. Ranking Member Evans.

Mr. EvANS. Mr. Secretary, you indicated that about 40 percent
of the insurance, only 40 percent of the insurance is coming back
ti)’1 pgy for the VA clinics and so forth. What can we do to improve
that?

Secretary PRINCIPIL. I think it is a multifaceted approach. First,
I would say, Mr. Evans, and I know you are very concerned about
this as I am. I think we have made some good progress over the
past 2 years. In 2002, we achieved 112 percent of our goal in collec-
tions from insurance companies. In 2003, at this point in time, we
are slightly over $400 million, 96 percent of our goal, with a third
of the year gone. I believe we can hopefully achieve our goal in
2003.

For 2004, we have got a lot of work ahead of us. We have got
to—first of all, we have to identify veterans who have insurance.
Sometimes we are not very good at getting that insurance informa-
tion from veterans. We need to do better. We need to do a better
job of installing software that enables us to better process, more ac-
curately do coding and billing, which we are doing, and more train-
ing. There are so many different areas of this program that we
need to improve. But we have a new revenue office, and their re-
sponsibility is to maximize our collections. We have the legislation
proposed to require HMOs to pay the VA for the cost of care. So
I think it is a combination of things.

Dr. Roswell, do you want to add anything to that?

Dr. RosweLL. Well, I certainly agree with the Secretary.

Let me point out, Mr. Evans, that in addition to the inability to
collect from HMOs, for which we have proposed a legislative rem-
edy, we also are required to bill Medicare for the full cost of care
in order to be able to collect from a Medigap insurer for veterans
who have Medicare. And that artificially lowers our collection ratio.
So while 40 percent collections on billed services sounds like an
abysmal collection record, in fact, it is not comparable to the indus-
try standard, because we are forced to bill Medicare and HMOs
knowing full well that we can’t collect. I think the legislative initia-
tives will greatly rectify those problems.

I would also point out that the 2003 collection goal has been in-
creased this year by a full 34 percent. So, being just at 96 percent
of that goal represents a remarkable increase over last year’s col-
lection effort of over $1.1 billion.

Mr. EvANS. I understand your son is here, Mr. Secretary.

Secretary PRINCIPI. I am sorry, sir?

Mr. EVANS. I understand your son is here today, and I am sure
you would like to recognize him.

Secretary PRINCIPI. That is my son, John. He is my youngest of
three sons. The other two are in the military overseas, and John
is probably going to join them shortly. So I appreciate his being
here and I appreciate your recognizing him. Thank you, Mr. Evans.

The CHAIRMAN. Chairman Buyer.



11

OPENING STATEMENT OF HON. STEVE BUYER

Mr. BUYER. Before I begin, Captain Benson, we are well aware
of your son having experienced combat in Enduring Freedom and
his loss in an aircraft accident. And having a son myself, I can’t
sympathize, I can only empathize. And we have you in our
thoughts when you lose a son.

Mr. Secretary, I am in deep struggle over this whole issue on eli-
gibility reform. And I feel as though I am almost exhausting my
breath, so I will talk to anybody who will listen. So when I tried
to share with the new colleagues of what Congress intended to do
back in 1996 and where we are today, you know, I just said enough
is enough. Facts are stubborn things. You can shade it, you can
color it, you can spin it, you can use rhetoric. But facts are very
stubborn things. I want to welcome all the members and whoever
in the community wants to go back to the record. Look on the July
18, 1996, the report, the committee report when we did eligibility
reform. It is fascinating. You see, the GAO and the CBO were
warning Congress about the eligibility reform, but Congress
wouldn’t listen, as if this committee itself had its own ideas. Even
PVA, interesting, when you read and hear PVA’s testimony, it stat-
ed that there wouldn’t be a run on the system. Shocking!

They kept using quotes back then called the new demand. The
new demand. Let me read something out of this. I am curious
about your comment. You see, back then I guess Congress said,
well, we don’t like what CBO and the GAO are testifying to, so
maybe just in case if we are wrong, let us make sure that we give
some tools to the Secretary.

So, what was the intent of Congress? We said that with respect
to the, quote, new demand, which nobody could really estimate
what this new demand was going to be when we did eligibility re-
form, said, therefore, the reported bill gives VA, you, new tools,
both to limit demand consistent with available funding and to dis-
courage veterans from seeking VA care simply to fill an occasional
need not met by private health plans.

Boy, that is pretty clear. This committee wrote that as legislative
intent. Yet, you know, members will attack you; yet, we opened the
door, veterans rush in, GAO warned us. GAO warned us and gave
us their testimony—gave us their testimony and said this is going
to happen. And as a matter of fact, Congress, when you open that
door and if you don’t fund it, you are going to force the Secretary
to make tough choices, who may even then have to, quote, ration
care, and everybody opens with their criticism, even the critic that
lurks in the shadow and has no courage.

So, let me ask this question, Mr. Secretary. How many of those
veterans out there, seven out of ten, six out of ten, nine out of ten,
have a private health plan, who then are also category 7 or cat-
egory 8, making a run on the system and placing in jeopardy the
priority of care to a disabled veteran?

Secretary PRINCIPI. Certainly almost 50 percent of the veterans
in categories 7 and 8 who come to us for care have Medicare cov-
erage as well as—okay. So, 53 percent of us are coming to us for
drugs only, and roughly 50 percent are enrolled in Medicare. And
the number who are enrolled in insurance companies—do you have
that figure?
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Dr. ROSWELL. It is a substantial number. Over 80 percent of the
total number of veterans have other insurance. When we have ac-
tually done reliance data to look at how many veterans rely in total
on the VA health care system for the entirety of their health care
needs, it is a very small percentage. It is limited primarily to cat-
egory 1, those veterans with a service connection disability 50 per-
cent or greater.

Mr. BUYER. Many are making the runs for the medication. Is
that correct, Mr. Secretary?

Secretary PRINCIPI. That is correct.

Mr. BUYER. It is also, we note in here—this is reading right from
the record: “it is critical to note that H.R. 3118, like existing law,
would not permit the VA simply to serve as a veterans’ drug store,
providing medications, prosthetic devices, and other medical care
prescribed by a private physician who has no affiliation or contrac-
tual relationship with the VA.”

That was Congress’s intent, for you not to be the drug store. So,
Mr. Secretary, when you get a chance—and I know you have got
a lot on your plate—go back and read this. This is very interesting
reading about Congress’s intent when we passed this law and
where we are today and how the VSOs are trying to turn this into
something that was not envisioned by Congress. I yield back.

The CHAIRMAN. Dr. Snyder.

Mr. SNYDER. Mr. Filner?

[The prepared statement of Congressman Filner appears on p.
98.]
The CHAIRMAN. I would just observe to the committee that unless
you wanted to yield to Mr. Filner, when the gavel goes down, who-
ever is here, we go in order. That is standard operating procedure
on every committee of the House.

Mr. SNYDER. Thank you, Mr. Chairman. I didn’t want to offend—
Bob doesn’t have anything to do now that his cell phone can’t oper-
ate during committee hearings. So. Thank you.

Thank you, Mr. Secretary, for being here.

And Mr. Chairman, I want to say I sometimes get discouraged
by what happens on committees when the committee reports come
out from the staff because both sides seem to be—put out a rapidly
parsed document. But this seems to be a really good document, and
I appreciate the staff’s effort.

Mr. Secretary, I don’t know if you have seen this, but it was put
out by the committee staff. But on page 3 of this committee report,
which you probably haven’t seen, it says—and it was talking about
the budget: In response to questions from staff of the committee,
VA has conceded that it will be hard pressed to deliver timely care
1{)0 dall enrolled veterans with the funds requested in the 2004

udget.

Do you agree with that, hard pressed to deliver timely health
care to all enrolled veterans with the funds requested in the 2004
budget?

Secretary PRINCIPI. No, I don’t think so. I think with the—if we

et the appropriation that we expect for 2003, with the plus up of
%1,1 billion, and our request for 2004 with the policies that are in
them, I believe that we can eliminate the backlog by the end of this
fiscal year, the waiting time, so that every veteran who comes to



13

VA will be seen by a primary care doctor within 30 days, a special-
ist within a reasonable time thereafter, 45 days or whatever is ap-
propriate within the community. And I believe that the combina-
tion of the increase, we achieve our goals in medical care cost re-
covery, our efficiencies, that the combination, we would be able to
do it. Tough, but I think we can get there.

Mr. SNYDER. There are a fair number of ifs there. One of the
challenges we have is that we all have our own sources, obviously
the committee staff does. And, you know, when you talk about
management efficiencies, it is just hard to believe that there hasn’t
been a determined effort in the last decade to do a lot of these
management efficiencies and somehow it is going to be achieved
this fiscal year when it wasn’t in others. And that is part of the
challenge. But I appreciate your efforts.

Secretary PRINCIPI. But I just don’t think we have made a
bonafide effort. I mean, I think we have tried, but there is so much
more that can be done.

Mr. SNYDER. I understand. The issue of requiring payment from
HMOs. And, you know, HMO, it is like we have created a new
three-letter curse word in the last few years in this country. But
to—and I am not a member of an HMO. But if I as a veteran sign
up for an HMO, I do it with the understanding that I have prob-
ably a limited group of private doctors for me to go and seek health
care, and probably the same with regard to a list of hospitals.

And if we pass legislation that says that the VA can go after
HMOs, essentially, you know, this contractual agreement between
the HMO and the veteran, isn’t that going to distort the pricing
that HMOs are basing their—whether or not—I mean, I would
think it would have to be an increase in HMO insurance rates if
it turns out the Federal government can say, yeah, all your veteran
members, we are going to go—we are going to give you additional
costs if they choose to come to us rather than go to their primary
care network of the H MO.

Secretary PRINCIPI. Let me ask Dr. Roswell.

Dr. ROSWELL. The point is well taken. I think that we would not
seek full reimbursement for a network provider rate. We would
seek a discounted rate for out-of-network care. But many times a
veteran of necessity because of limited abilities is forced to leave
the HMO coverage and seek care from the VA. And——

Mr. SNYDER. All HMOs—and I don’t mean to beat a dead horse
here. I am just concerned about pricing of H MOs. We can try to
do one thing to help your financial problem, and insurance afford-
ability is a tremendous problem in this country. But I mean, HMOs
and primary care places, they do have clauses in terms of emer-
gency and that kind of thing. But that is not what you are talking
about, I don’t think. I think you are talking about somebody de-
cides that, by choice, I am not going to go to Dr. X down the way
because there is a co-pay, and I can get my drugs cheaper. I am
going to come to the VA. And you end up hospitalizing them, and
then you go into the HMO when it was not an emergent situation.
I think that is a different situation. Is it not?

Secretary PRINCIPI. I would hope if our rates are comparable to
other providers in the PPO, as Dr. Roswell said, a discounted rate,
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then there shouldn’t be any—I would think there should be no in-
crease in insurance premiums. That is my hope.

Mr. SNYDER. See, I guess my family practice background is com-
ing out here. My dealings with insurance companies is they don’t
just magnanimously step forward and say, you are right, we are
going to send you a whole lot of money when we are under no legal
obligation to do so.

Secretary PRINCIPI. Well, that is what has happened. And they
have said—they have collected the premiums from veterans and
they have sent the veterans to get care from the VA, including
their prescriptions. And then we bill them, and they deny payment.

Mr. SNYDER. I understand. The issue on the long-term care
beds—and I understand, I applaud your efforts to try to come up
with what is best for the veteran and the veteran’s family needs,
whether it is home health care or supportive services or whatever
it is, not just an institutional bed. But par